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President’s Housing Proposal 


Speaking on the current economic situation to a Joint Session of Congress 
. President Ford made a number of recommendations intended to curtail the high rate of 
inflation and remedy related problems. The President said that the housing industry situation 
is critical. ..as over the past 22 months the annual rate of housing starts has dropped from 
2.51 million units to 1.13 million units; that unemployment in the construction industry is 
12.4 percent...and climbing... with almost a- half million construction workers now 
unemployed; and that many homebuilders: are in financial difficulty. He made the following 
proposal: 


To extend. ..on a temporary basis. . . the advantages offered by GNMA to mortgages 
which are not FHA-insured or VA-guaranteed. These are the so called “conventional” 
mortgages. An amount sufficient to finance about 100,000 new homes. . . $3 billion. . . would 
be made available. The proposed program will be in addition to the over $19 billion of 
Federal funds that have been made available over the past year for the purchase of mortgages 
to supplement the buying power of hard-pressed thrift institutions. 


GNMA currently aids in creating a supply of credit for mortgages on new homes 
insured by FHA or guaranteed by VA...about 20 percent of the total mortgages. . . at 
reasonable interest rates by: assuring, through commitments in advance, purchase of 
mortgages at a pre-determined price; subsidizing market interest rates to lower levels in the 
event interest rates do not fall after commitments are made; and guaranteeing, on a “full 
faith and credit basis,” obligations secured by such mortgages. 


By making conventional mortgages on new homes eligible for purchase by GNMA, 
builders and homebuyers will be assisted where home mortgage credit is scarce or 
nonexistent. 


Subject to Congressional approval, the program would provide for a maximum 
mortgage amount for an individual home of $45,000. The effective interest rate would be 
determined on the basis of market conditions at the time the program went into effect. 
Downpayments of 20 percent would be required in most cases. 
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Current Trends 


The Commerce Department report covering construction spending in August 

. Showed a total seasonally-adjusted outlay for the month of $134.4 billion. ..down 1.3 

percent from the revised July rate of $136.2 billion. This was the third consecutive month 

that a decline occurred. The rate was 2.2 percent below the August 1973 figure. .. and was 

the lowest since last January’s level of $132.5 billion. Public construction outlays for the 

month were up in August to a $36.8 billion annual rate...1 percentage point above 
July. ..and 21 percent above August 1973. 





Municipal Revenue Figures Reported 


Revenues of city governments in fiscal 1972-73 totaled $49.3 billion. . . an increase of 
$7.1 billion (17 percent) from the previous year’s total according to a report released by the 
Census Bureau. Spending also continued upward... the report showed... reaching $48 billion 
in fiscal 1972-73, as against $43.9 billion in 1971-72. 


Of the revenue total...city-imposed taxes yielded $18.5 billion in fiscal 
1972-73... or about 45 percent of all general revenue of city governments. Property taxation 
provided the predominant share of tax revenue. .. supplying $11.9 billion. Other municipal 
tax revenue sources 2nd amounts collected were: general sales and gross receipts taxes, $2.1 
billion; selective sales taxes, $1.4 billion; and licenses and miscellaneous other taxes, $3.0 
billion. 


Municipalities received about $10.6 billion from State governments in fiscal 1972-73. 
Income received directly from the Federal Government, other local governments, and 
counties pushed the total of city intergovernmental revenue to $15.6 billion. 


Almost 70 percent of all municipal expenditure in fiscal 1972-73. ..$32.5 billion 
... Was for current operations. . . including amounts for publicly owned and operated utilities 
and general government purposes. 


Capital outlay. ..mostly for construction...and to a lesser degree for equipment, 
land purchases, and the acquisition of existing structures. . . totaled $9.2 billion. 


Education topped all city government general spending with $6 billion or 15.5 
percent of all general spending in fiscal 1972-73. Next was police protection with $4.4 
billion; then public welfare, up sharply to $3.4 billion; while highways, with $2.9 billion, and 
fire protection, with $2.3 billion increased slightly. 


Personal service expenditures, including some amounts for personnel engaged in 
construction, but mostly for current operations, comprised nearly 43 percent of all municipal 
spending and totaled $20.5 billion for fiscal 1972-73. 


The report indicated that the conclusion of fiscal 1972-73, municipal indebtedness 
was $56.0 billion...up almost 7 percent from a year ago. The debt total consisted of $28.9 
billion for long-term debt that is backed by the cities’s full faith and credit, $20.4 billion of 
nonguaranteed long-term debt, and $6.8 billion of short-term debt. 


In addition to statistics for municipalities as a group, the report provides detailed 
financial summaries for 405 cities with populations of 50,000 or more. 


The report, City Government Finances in 1972-73, GF73, No. 4, may be obtained for 
$1.30 from the Superintendent of Documents, Washington, D.C. 20402. 
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Local Government Employment Report Available 


A new Census Bureau report shows October 1972 employment and payroll statistics 
for selected local governments. Data are presented individually for all county governments; 
municipalities... and (in New England States, New York, New Jersey, and Pennsylvania) 
towns and townships with 10,000 or more population. .. independent school districts with 
3,000 or more enrollment in October 1971; and special districts whose October 1972 
full-time employment was 100 or more persons. 


Although the Bureau published some public employment figures for 1973... this 
report contains local data unpublished until now. The 1972 Census of Governments is the 
most recent in a series taken every 5 years by the Bureau in years ending in “‘2”’ and “7”. 


Copies of the report, 1972 Census of Governments, Employment of Major Local 
Governments, Volume 3, No. 1, are available for $3.40 from the Superintendent of 
Documents, Washington, D.C. 20402. 





Neighborhood Upgrading Test Begins 


HUD has awarded a $250,000 demonstration grant to ensure that loan funds are 
available to homeowners who want to improve their homes and upgrade their communities 
under local neighborhood housing services programs developed by the Urban Reinvestment 
Task Force. 


The Task Force is a joint effort by HUD and the Federal Home Loan Bank Board to 
help local interests revitalize neighborhoods approaching decline. . . and was formed in April. 


The demonstration grant is intended to stimulate a national high-risk loan purchase 
pool that will serve as a financial resource for local neighborhood housing services programs 
in periods when local high-risk revolving loan funds are in short supply or otherwise 
unavailable. . . and to provide liquidity at those times by buying loans from the local funds at 
a modest discount. 


The demonstration program will permit the Task Force to test the utility of a 
secondary market for high-risk loans. The Task Force is now working with some 20 cities to 
develop programs that will stabilize and reverse the decline of neighborhoods at an early 
stage by restoring the confidence of neighborhood residents and private financial institutions 
and obtaining a high level of city services. 


Funds for the local revolving loan funds are normally contributed by foundations and 
local corporate sources, and matching grants may be provided by the Task Force. Financial 
support for the national high-risk loan purchase pool will be received from private sources as 
well as from the HUD demonstration grant. 


Further information can be obtained from William A. Whiteside, Staff Director, 
Urban Reinvestment Task Force, 101 Indiana Avenue, N.W., Washington, D.C. 20552. 
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Citizen Action Grants 


As many as 20 American communities will be selected next year to receive technical 
and financial support for projects of citizen involvement in local decision-making. . . the 
Citizen Involvement Network (C.I.N.)...a Washington-based, nonprofit organization, has 
announced. 


A key objective of the demonstration projects. .. designed to evaluate the strengths 
and limitations of citizen-action programs and techniques. . . will be increased communication 
between iocal government and its constituent citizenry. 


Based on the results of a study on local community undertakings by the Charles 
Kettering Foundation and on a recently-issued report by the Senate Intergovernmental 
Relations Subcommittee, C.I.N. has concluded a coordinated citizen involvement program 
should be initiated on an experimental basis in 20 communities. According to spokesmen for 
the organization, the communities will be of varying size and location and will be those in 
which significant citizen participatory programs are already underway or are being initiated. 


Selection of the communities will be announced in early 1975. Interested commu- 
nities should write to: Citizen Involvement Network, 1211 Connecticut Ave., N.W., 
Washington, D.C. 20036. (202/466-8677) 


...James T. Lynn, Secretary. .. William I. Greener, Jr., Assistant to the Secretary 
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Lenders Offer Low-Interest Loans 


Seven financial institutions in Arlington, Virginia. ..a suburb of Washington, D.C., 
have agreed to participate in a public service program which will make $14,000 available at 8 
percent for repairs to sub-standard homes owned by low-and moderate-income families. 
Contributing $20,000 each to the fund...the lenders have created the Rehabilitation Loan 
Program... to provide loans of from $1,000 to $5,000 to owner-occupants of single-family 
homes that have been cited for housing code violations. The 8 percent rate under the plan 
compares to 12 to 15 percent generally prevailing on the open market. 


Both savings and loan associations and commercial banks are taking part in the 
program...aimed at moderate income persons living in the county’s 14 neighborhood 


conservation areas, but including home owners with maximum annual incomes of $12,000 
for a family of six. 


It is hoped that widows, the elderly, disabled persons, and those who purchased 
homes years ago... before increased costs... would now be able to make repairs to meet 
county housing code standards. 


Arlington’s neighborhood conservation program is a 10-year-old program in which 
$3.2 million has been spend on gutters, sidewalks, recreational facilities, and other improve- 
ments to the physical appearance of older single family neighborhoods. 


Many who have not made repairs have been unable to afford to do so. . . which is the 
reason the rehabilitation program is being instituted. 


* 
S&Ls to Allow Travelers Withdrawals 


The FHLBB has proposed a new Federal regulation governing travelers’ convenience 
withdrawals. The proposed regulation permits a Federal association account holder to make a 
withdrawal from a savings account through a disbursing association whose accounts are 
insured by the Federal Savings and Loan Insurance Corporation. 


An important provision of the proposed regulation requires the office of the 
disbursing association to be located more than 100 miles from the account holder’s home. 
This will enable savings associations to offer an added convenience to the American traveler 
and enhance the flexibility of thrift institutions’ savings accounts. 


The proposal also permits a Federal association to act as the disbursing institution in 
such a withdrawal. 
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